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foregoing. Much still remains to be accomplished in future meet- 
ings; but there cannot be a doubt that the union of so many 
eloquent writers and scientific men, who have profoundly studied 
the great social questions of the age, cannot but result in improving 
the means of collecting and classifying the facts which bear upon 
them. Govemmeuts will thus be enabled to legislate for the true 
welfare of the people, and philosophers and moralists may correct 
many theories which, however ingenious, can never be practically 
useful unless based on that truth which forms the subject of all 
statistical inquiries. 



Suggestions in regard to the Regulation of the Rate of Interest on 
Landed Securities. By Wm. Thos. Thomson, Manager of the 
Standard Life Assurance Company and of the Colonial Life 
Assurance Company. 

IHE above is the title to a pamphlet just published by Mr. 
Thomson. The subject is one of such importance, that we should 
have been glad had our space permitted to give it in extenso; as it 
is, we place before our readers the more prominent parts of it. 
Mr. Thomson says — 

" It has been the practice in Scotland for a considerable period to fix 
the rate of interest on landed securities periodically, with reference to the 
views expressed on the subject by, or more -correctly the decision of, a 
meeting held in Ediiibnrgh three months before each money-term of Whit- 
sanday and Martinmas.* 

" The parties assembled to discuss the question have not represented by 
any fixed arrangement, or by appointment, the various moneyed interests of 
Edinburgh, or of Scotland; but their decisions have always been so much 
in accordance with the geheral opinion, and have been so satisfactory, that the 
constitution of the assembly has not till recently been called into question. 

" I have no information to enable me to explain the origin of these 
meetings, bnt it is evident that the practice of appealing to their decisions 
has arisen frOm a desire on the part of lenders and borrowers to have 
some mode of fixing the rise and fall of interest according to the value of 
money, by reference to the opinions of those who were considered best 
capable of judgmg, without leaving the adjustment to be matter of bargain 
between parties as the market rose and fell. 

" The Widows' Fund of the Ministers of the Church of Scotland and of 
the Professors of the Scottish Universities, established in 1744, was for a 
considerable period the only moneyed body having considerable sums to lend 

* " Changes in the rate of interest were made on three occasions — in 1828, 1829, 
and 1831— at the intermediate term of Lammas; but I do not think it probable that 
changes at Lammas or Candlemas will again be made." 
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on heritable security in Scotland. The Widows' Fund of the Writers to the 
Signet, established in 1803, afterwards became a large lending body; and 
the trustees of these two institutions, or, more correctly, the Trustees of 
the Writers to the Signet's Widows' Fund (who are invariably leading law 
agents), and the law agent of the Ministers' Widows' Fund, constituted for a 
considerable period the meeting, from which the decision as to the rate of 
interest emanated. About twenty years ago, the Scottish Widows' Fund 
and Life Assurance Society, established in 1815, were called to take a part 
in the proceedings, in consequence of their having become large lenders on 
land, and they are still represented. Since that date, the constitution of the 
periodical meeting has, I believe, remained unchanged. — At the same time, 
it is right to state that I understand it has been the custom for some time 
to consult, before each meeting, some of the leading law agents who were 
not privileged to attend; also to communicate with the banks; and I know 
it has been the practice lately to ask the views of gentlemen connected with 
the management of the Assurance Companies, although they have not, with 
the exception before mentioned, been invited to take part in the proceedings 
of the meeting." 

Mr. Thomson then expresses an opinion that a revision of the 
constitution of this assembly is desirable, considering the great 
magnitude of the interests not represented in it, and continues — 

" I think the chief object to be kept in view is — that an opportunity be 
given for the expression of opinion by the different moneyed bodies through- 
out the country who lend on landed security, and that the, interests of 
private individuals who lend or borrow be at the same time fully attended 
to, by enabling their law agents to express their opmions and take part in 
the proceedings. 

" To accomplish this, I think a meeting should be held periodically, at 
which the representatives of the Widows' Funds already referred to — the 
Society of Writers to the Signet, and such other Law Societies as may be 
considered eligible, also the Managers of the Scottish Assurance Offices, 
should be permitted to attend and express their views : that such meeting 
should come to no decision on the question under discussion, but that a 
committee of twelve persons, chosen so as to represent the different inte- 
rests, should be appointed, and, after giving due weight to the views and 
opinions expressed at the meeting, decide what the rate of interest should 
be for the half year to be entered on. 

" It would require some consideration to regulate the admission of 
bodies to the deliberative assembly; but I would suggest a wide basis, the 
meeting being held for the expression of opinion merely. The members of 
the committee instructed to decide the question might be chosen from the 
bodies already represented, from the Society of Writers to the Signet, and 
from the Assurance Companies — so many from each, to be elected by the 
bodies themselves. 

" An Association so constituted would, I think there is every reason to 
anticipate, receive the entire support of the country, and their decision be 
invariably followed, tending greatly to the interests of borrowers and lenders 
by the fairness of the principle and the confidence which would ensue. 

" Let me now call attention to English and Irish practice, to show the 
superiority and importance of our arrangements. 
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" In England the rate of interest is entirely regulated by the principle 
of supply and demand. Is there a better principle ? I may be askedj and 
theoretically I answer, No : but what is the fact ? A landed proprietor 
has borrowed a large sum at 4 per cent.; how can he get a reduction of 
rate? Only by a threat to pay off, and a certainty of procuring the money 
elsewhere, if he gives notice. But it is a matter of no small difficulty to 
get money in such circumstances, for the interest of the large money lenders 
being to keep up the rate, they will not enter into competition for new 
securities on lower terms. There is no communication between agents 
representing lender and borrower, except by sending to each other proposals 
for loan; there is no generally expressed opinion as to the rate of interest 
to appeal to ; and although new transactions, when the security is veiy 
ample, may occasionally be got at a lower rate than the average, they have 
a strong tendency to get up to a higher rate, and are not easily brought 
down again. An easy and inexpensive mode of assigning securities in 
both countries would tend to let the value of money regulate the rate on 
juster principles; but without communication, and an inclination on the 
part of lenders to let the terms be regulated by justice, and not by mere 
force of necessity, the position of matters, although improved, would not 
gain what we aim at — fairness. 

" I have not ventured to attribute the higher rate of interest which 
obtains in England to what, in Scotland, is considered the defective state of 
the law of England as to titles to property, from the want of a general 
system of registration of deeds, as I am not prepared to go deeply into the 
subject; but I have no doubt that it is an element, taken in connection 
with the difficulties and expenses attending the transfer of securities, 
which tends to create a difference in the rate of interest in the two 
countries. 

" As a further proof of what I state, take the rate of interest in England 
for the last five years. While money has been plentiful at 8^ per cent., 
and even at a lower rate, in Scotland, 4 per cent, has been the rule, and 
3^ per cent, the exception, in England; and although securities were 
bought occasionally, if I may so express it, on reduced terms for a limited 
period, there was no fall on old transactions to any extent." 

Mr. Thomson quotes the practice of the Equitable Assurance 
Society, under a resolution of the court of the 9th December, 
1830, and observes — 

" The principle embodied in this resolution is consistent and fair, if 
3 per cent. Consols and the value of money for investment on mortgage of 
land are influenced by the same causes and in the same degree; but although 
I am prepared to admit that they are influenced in the main by the same 
causes, I cannot allow that these causes influence them in the same degree. 
By reference to the diagram which I have prepared,* showing the fluctua- 
ations of consols, interest on mortgages, and bank interest, since 1789, it 
will be observed that in Scotland the movements of interest on landed 
securities follow the movements in consols and the bank movements, 
steadily, at a certain distance; and in any well regulated system, which I 

* We regret that we have not room foT this very illustrative statement It is, how- 
ever, we believe, in the hands of many of our readers. — Ed. A. M. 
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consider the Scotch one to have been, the changes mast always follow that 
rule: but violent fluctuations in 3 per cent. Consols may be brought about 
by temporary causes, and banking finance may be affected by the same 
causes; and it is not judicious, I think, to adopt any regulation by which an 
important fluctuation at a particular time of the year should depress or raise 
the value of money in the way adopted by the Equitable. I am informed 
that the working of the Equitable system, however, has not been quite suc- 
cessful, and that new loans are not regulated by the scale of 1830. 

" In making inquiry as to English practice, a friend largely interested in 
money dealings writes to me thus from London : — ' The rate of interest on 
mortgages here is a matter of entire uncertainty. The number of capitalists 
of one sort and another is so great, that any coherence amongst them, or 
unity of action, seems quite out of the question; and accordingly, a person 
seeking for a loan on such a security would find lenders at any time, at 
very difierent rates of interest.' I see the difliculty, I confess, of making an 
arrangement in such a world as London, similar to that in Scotland, com- 
bining all interests; but I do not see that it would be impossible to bring 
together the larger moneyed bodies for the purpose of assimilation of practice 
and unity of action. Some would probably hold aloof : but if the practice of 
appealing to the decision of certain large bodies were once introduced, an 
important step would be gained towards the object in view; and if once a 
standard were recognized, others would be forced to follow. 

"In Ireland the practice is similar to England; but as capital is 
scarcer, a higher rate of interest obtains, and the per centage fixed at the 
outset of the transaction — which is, I may say, invariably higher than the 
average in England or Scotland — does not vary with the money market, 
but regulates the transaction during its whole course. Such a state of 
matters can only arise from a small supply of capital or want of proper 
communication among lenders and borrowers, or from both, and must 
operate prejudicially. 

" In fixing the rate of interest periodically, the parties who are en- 
trusted with the consideration of the subject should have in view the 
following : — 

" 1. The proceedings of the banks with reference to the rate of dis- 
count and of deposit interest. 

" 2. The fluctuations of the public funds. 

" 3. The prospects of the country generally, politically and commer- 
cially. 

" It will no doubt be remarked, that I have not inserted as a point of 
consideration the amount of money waiting for mvestment; but I have ad- 
visedly left out that point, for it is not one which should influence the 
question primarily. If it can be ascertained distinctly what is the amount so 
waiting, it is right that it should be kept in view; but the impression as to 
the amount must not be taken from the advertising columns of a newspaper. 
There is another point, however, which would require to be ascertained 
before we could admit as a real element of consideration the money waiting 
investment, viz., the amount already lent; for it must be remembered that 
the benefit to be derived from the decisions of the periodical meetings is far 
more important with reference to existing securities than to new transac- 
tions. Because a few thousands, or a*few ten thousands, wait investment, 
it is no fitting al-gument for keeping down the interest on millions; and if 
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the money market contains few new lenders, it is no reason why interest 
should not be lowered. 

" A lender in the market may say — I have various sums waiting in- 
vestment ; why should not a borrower deal with me at a lower rate of 
interest, for a certain limited period, than that which has been fixed by the 
periodical meeting, if we can come to an agreement ? and I can only an- 
swer. You are quite entitled to do so; but that is what I have mentioned 
before as the purchase of a secukity, and must not be referred to as a 
criterion of the value of money on such securities generally. 

" It follows from what I have now urged, and will, I hope, be admitted, 
that it is very desirable to ascertain how much money is lent on landed 
securities in Scotland; and as the information could be obtained from the 
renters at an expense trifling as compared with the object in view, I 
would humbly suggest that' steps should immediately be taken to procure 
the necessary information. 

" I would only further ask attention to the question of usury as regards 
landed securities, being strongly of opinion that the restriction is useless, 
detrimental to the smaller class of borrowers at all times, and detrimental 
to all in times of scarcity of money.* If interest rises to 4.^ per cent., of 
which there is every probability at present, or it may be to 5 per cent, on 
first-class landed securities, what are borrowers on postponed securities, 
house property, leasehold property, &c., to do ? They will not be able to 
raise money at all in the ordinary way. And if money becomes of greater 
value, even first-class transactions will be disturbed, and money will be 
called up, but may not be obtained, as new loans will be transacted with 
difficulty. During such temporary pressure in the mOney market, the whole 
machinery comes to a dead lock, much distress ensues, and much discredit 
is created, by the attempt to control that which should be left to natural 
laws. Under such a state of matters the difficulty of raising money leads 
to annuity transactions and other skilfully devised ways of evading the Act 
of Parliament, under which the borrower is sure to pay an increased rate for 
the accommodation. So it was in the last war — so it was in the railway 
times — and so it will be again. The suspension of the usury laws as 
regards personal securities has worked well since 1837; and I am confident 
it would be no less successful if landed securities were untrammelled, and 
the ordinary laws of supply and demand left to regulate the rate. 

" In conclusion, let me urge the importance of this subject generally, 
not only with reference to the interests of lenders and borrowers, but more 
particularly with reference to the general prosperity of the country. When 
interest is raised, it has the effect of checking the prosperity of the country, 
as high rates of discount in mercantile matters and high rates of interest on 
landed securities cause diminished adventure and expenditure ; a decrease 
in that portion of the revenue which arises from all commodities which pass 
under the departments of customs or excise ensnes, and consequently the 
less rapid circulation of money tends to a diminished basis of taxation. It 
is sufficient for my purpose at present to suggest this as a matter of serious 
import, without going more fully into the consideration of those influences 
which bear upon the wealth of nations; but it will convey to the mind more 

* " While these sheets are going through the press, the Chancellor of the Exchequer 
has introduced a hill to repeal the Usury Laws entirely. — 30M June, 1854." 
VOL. V. E 
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distinctly what I wish to represent, if the following results of the revenue 
of the country for thirty yeai-s are studied with reference to the rise and fall 
of interest : — 
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Deficiency of 
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1822 


4,744,S18 




1838 




345,226 


1823 


4,300,747 




1839 




1,512,792 


1824 


3,888,172 




1840 


> • . . 


1,593,971 


1825 


3,049,156 




1841 




2,101,869 


1826 


.... 


645,920 


1842 


.... 


3,979,539 


1827 


.... 


826,675 


1843 


1,443,304 




1828 


3,246,994 




1844 


3,356,105 




1829 


1,711,550 




1845 


3,817,642 




1830 


2,913,673 




1846 


2,846,308 




1831 




698,858 


1847 




2,956,683 


1832 


614,759 




1848 




796,419 


1833 


1,513,083 




1849 


2,098,i26 




1834 


1,608,155 




1850 


2,578,806 




1836 


1,620,941 




1851 


2,726,396 




1836 


2,130,t)92 




1852 


2,417,559 




1837 




655,760 









" The years 1825, 1837, and 1847, are well marked periods in the 
history of speculation, and the events which occurred at these periods are 
too well known to require more than a simple reference ; but it is to the 
years which succeeded that I would more particularly direct attention, as 
showing invariably a deficient revenue when interest rose. I do not mean 
it to be inferred as my opinion that the changes in the revenue have been 
brought about by changes in the rate of interest alone; but keeping also 
prominently in view the financial operations which have affected the re- 
venue, I am humbly of opinion that the value of money has been and is a 
regulating principle, bringing about results of surplus or deficiency, prima- 
rily to a great extent, and secondarily to a still greater. How deeply then 
is the country and the Government of the country interested in the question 
generally ! Of course interest will rise and fall in all departments of 
finance, irrespective of the wisest management of public affairs on the part 
of those entrusted with it; but it is well that those whose opinions are 
sought to regulate these &atters, should know the vast responsibility which 
rests upon them in influencing the decisions by which the money market is 
governed, whether in a limited or extended sphere." 

There is much suggestive matter in these observations ; and at 
a future day we shall hope to see a recurrence to them. Our 
readers, we are sure, will not fail to appreciate any remarks or 
investigations calculated to throw light on the important subjects 
here referred to. — ^Ed. A. M. 



